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[ G.R. No. 163749, September 26, 2008 ]

SPOUSES JULIAN SANTIAGO, SR. AND LEONILA SANTIAGO AND
SPOUSES LIM JOSE ONG AND MIMI ONG LIM, PETITIONERS, VS.

BANK OF THE PHILIPPINE ISLANDS AS SUCCESSOR IN
INTEREST OF FAR EAST BANK & TRUST CO., SUBSTITUTED BY
INVESTMENTS 2234 PHILIPPINES FUND I (SPV-AMC), INC.,[1]

RESPONDENT.
  

D E C I S I O N

AUSTRIA-MARTINEZ, J.:

Before the Court is a Petition for Review on Certiorari filed by Spouses Julian
Santiago, Sr. and Leonila Santiago (Spouses Santiago) and Spouses Lim Jose Ong
and Mimi Ong Lim (Spouses Lim), seeking to reverse and set aside the Decision[2]

dated November 14, 2003 and the Resolution[3] dated June 2, 2004 issued by the
Court of Appeals (CA) in CA-G.R. SP No. 73110.

Petitioners Spouses Santiago were the original owners of three parcels of land
covered by TCT Nos. 3943, 9797 and 15131, all situated in Barrio Piapi, Dumaguete
City. They mortgaged the said properties to spouses Bienvenido and Theresa Deloria
(spouses Deloria) as security for their loan in the amount of P2,370,000.00. On
August 24, 1994, Far East Bank and Trust Company (FEBTC) wrote a letter[4]

addressed to spouses Deloria stating that the bank had approved a term loan facility
in favor of petitioner Lim Jose Ong, and among the conditions for the approval of the
facility was that the entire proceeds shall be exclusively used to purchase the three
parcels of land, with its improvement mortgaged to them; and that the amount of
P2,370,000.00 shall be delivered to spouses Deloria in consideration of their release
of the mortgage.

Subsequently, a deed of sale over the three parcels of land was executed by
Spouses Santiago in favor of Spouses Lim; and new TCT Nos. 23276, 23277 and
23278 were issued to Spouses Lim.

On September 29, 1994, Spouses Lim executed in favor of FEBTC a real estate
mortgage over the three parcels of land to secure the amount of P2,500,000.00
loaned from the bank; the mortgage was made to stand as a security for the
payment of the loan, as well as those loans that the mortgagee may extend to the
mortgagor, including interest and expenses or any other obligation owed to the
mortgagee whether direct or indirect, principal or secondary, as appearing in the
accounts, books and records of the mortgagee. Petitioner Lim Jose Ong was also an
officer of Marichris Development Corporation (MDC), one of FEBTC's valued clients,
which has a credit line with the bank. However due to the business slow-down
brought about by the economic crisis, MDC through petitioner Lim Jose Ong



requested a restructuring of its loan term, which was granted by the FEBTC.

Meanwhile, FEBTC merged with the Bank of the Philippine Islands (private
respondent), with the latter as the surviving corporation. Thus, private respondent
assumed all the rights, privileges and obligations of FEBTC.

As Spouses Lim failed to pay their indebtedness with the bank in the total amount of
P18,630,011.96, private respondent filed on August 2, 2002 an application for
extra-judicial foreclosure of real estate mortgage[5] with the Office of the Clerk of
Court, Dumaguete City, and the case was raffled to sheriff Ramoneto Hedriana. The
public auction was scheduled on September 13, 2002 at 9 o'clock in the morning.[6]

Petitioners filed with the Regional Trial Court (RTC) of Negros Oriental, Dumaguete
City, a complaint[7] for injunction, damages and accounting with prayer for
preliminary injunction and/or temporary restraining order against private
respondent as successor-in-interest of FEBTC. They also filed together with the
complaint a motion for special raffle in view of the urgency of the relief sought and
for the issuance of an ex-parte temporary restraining order (TRO). In their
complaint, petitioners alleged that since petitioners Spouses Santiago, as the
original owners of the three parcels of land, could not pay their mortgage loan with
the spouses Deloria, they tried to apply for a loan with FEBTC but was told that they
should be accommodated by a person with a good credit standing with the bank;
that the titles to their land should be transferred to the accommodating party; that
Spouses Santiago sought the help of petitioner Lim, who had a good reputation and
credit facility with the bank, and who accommodated them; that titles to the three
parcels of land were transferred to Spouses Lim who subsequently executed a real
estate mortgage over the three parcels of land in favor of FEBTC to secure the P2.5
million loan of petitioners Spouses Lim; that the fact of accommodation was with
prior approval of FEBTC officials, since they had been directly transacting with the
original mortgagees for the release of the mortgage; that petitioners Spouses
Santiago, being the real borrowers, have been paying the loan after the execution of
the mortgage, as appearing on various FEBTC official receipts, in which it was
stated: "Julian Santiago for the account (FAO) of Lim Jose Ong"; that they had
asked for, apart from the mortgage, a detailed statement of account, which was
unheeded; thus, the obligation being claimed by private respondent is unliquidated.

On September 12, 2002, Executive Judge Eleuterio E. Chiu issued a TRO[8] valid for
72 hours ordering the bank or any person acting on its behalf from conducting the
scheduled auction sale of the subject three parcels of land.

Summons, together with a copy of the complaint, was served on private respondent
through the managers of its branches located in San Jose Street and Percedes
Street, Dumaguete City. The case was raffled to Branch 33,[9] and a hearing for the
issuance of the TRO was scheduled on September 13, 2002.

During the hearing, counsel for private respondent raised the issue of the RTC's lack
of jurisdiction over private respondent, as the summons was served on its branch
manager in Dumaguete City, and not on any one of those persons enumerated
under Section 11, Rule 14 of the 1997 Rules of Civil Procedure. Petitioners' counsel
had argued that service of summons even to a substation of the corporation was
valid, as it was in effect served on a principal of the corporation. The RTC judge



continued with the reception of petitioners' evidence and ruled that he would include
in his resolution for the issuance of a TRO whether the court had jurisdiction when
the summons was served only on the manager of BPI, Dumaguete Branch.[10] The
continuation of the hearing was set on September 16, 2002.

On September 16, 2002, private respondent filed a memorandum[11] in support of
the opposition to the petition for preliminary injunction or TRO. It moved for the
dismissal of the complaint on the following grounds:

1. that the court has no jurisdiction over the person of the defending
party;

 2. the court has no jurisdiction over the subject matter of the claim
because the proper docketing fees have not been paid;

 3. that Julian Santiago, Sr. and Leonila Santiago are not the real party
[sic] in interest to file this claim;

 4. that this court has no jurisdiction or authority to issue injunction
against extrajudicial foreclosure under Art. 3135.[12]

 
In the hearing of even date, petitioners argued that the memorandum was in reality
a motion to dismiss; thus, it should comply with the three-day notice rule. The RTC,
however, stated that petitioners' counsel was aware that during the last hearing,
private respondent had insisted that the RTC had no jurisdiction over the case
because of improper service of summons; that the motion was only a follow up, as
counsel for private respondent could not cite authorities; that with or without
authority, Rule 14 enumerated the persons on whom service of summons may be
served.[13] The RTC also stated that even without the motion, it would resolve
whether a TRO should be issued, and whether the court had jurisdiction over the
case.[14]

 

On the same day, the RTC issued its Order,[15] the dispositive portion of which
reads:

 
WHEREFORE, on the ground that this Court did not acquire jurisdiction
over the defendant because of improper service of summons, the prayer
for the issuance of the restraining order is hereby dismissed and this case
is likewise dismissed on the same ground.[16]

 
Petitioners filed with the CA a petition for certiorari with prayer for the issuance of a
TRO and injunction.

 

In a Resolution[17] dated October 17, 2002, the CA issued a TRO effective for 60
days, restraining private respondent from conducting the foreclosure sale of the
subject properties.

 

On January 8, 2003, the CA issued another Resolution[18] for the issuance of a writ
of preliminary injunction upon petitioners' filing of a bond in the amount of one
million pesos.

 

On November 14, 2003, the CA issued its assailed Decision, the dispositive portion
of which reads:

 



WHEREFORE, the instant petition is hereby DISMISSED and consequently
the order decreeing the issuance of a writ of preliminary injunction dated
08 January 2003 [is] set aside.

Petitioners' motion for reconsideration was denied in a Resolution dated June 2,
2004.

 

The CA found that the RTC did not commit any grave abuse of discretion in finding
that summons served on the branch managers of BPI Dumaguete City was not valid
and therefore the RTC did not acquire jurisdiction over the person of private
respondent. The CA upheld the RTC's application of this Court's ruling in E.B.
Villarosa & Partner Co., Ltd v. Benito,[19] in which it was held that the designation of
persons or officers who were authorized to accept summons for a domestic
corporation or partnership was now limited and more clearly specified in Section 11,
Rule 14 of the 1997 Rules of Civil Procedure.

 

The CA found no merit in private respondent's contention that the CA failed to
acquire jurisdiction over it, since no copy of the petition for certiorari and motion for
reconsideration were furnished to the bank through any of the persons enumerated
under Section 11, Rule 14; that counsel was not one of the in-house counsels of
private respondent, but was the counsel on record of the Dumaguete branch only.
The CA ruled that there was no requirement of service of summons in the manner
provided for under Section 11, Rule 14, relative to a special civil action of certiorari
under Rule 65.

 

Hence herein petition raising the following issues:
 

I. WHETHER OR NOT SERVICE OF SUMMONS UPON TWO (2) BRANCH
MANAGERS OF BPI IN DUMAGUETE IS A SUBSTANTIAL
COMPLIANCE OF THE RULES.

 

II. WHETHER OR NOT BPI'S MOTION TO DISMISS VIOLATES THE
THREE-DAY NOTICE RULE.

 

III. WHETHER OR NOT THERE IS SPEEDY AND ADEQUATE REMEDY IN
THE ORDINARY COURSE OF LAW AVAILABLE FOR THE PETITIONERS
WHEN CA G.R. SP NO. 73110 WAS FILED. [20]

 
Petitioners filed a Motion for Leave of Court to admit the urgent motion for issuance
of TRO since the notice of extra-judicial sale set the auction sale of the subject
properties on September 7, 2003.

 

On September 6, 2004, the Court issued a TRO[21] and ordered petitioners to post a
bond in the amount of two million five hundred thousand pesos which petitioners
did.

 

The main issue for resolution is whether or not the service of summons on the
branch managers of private respondent's two separate branches in Dumaguete City
constitutes substantial compliance with Section 11, Rule 14 of the 1997 Rules of
Civil Procedure.

 

The complaint was filed by petitioners in 2002 when the 1997 Rules of Civil



Procedure was already in force.

Section 11, Rule 14 of the 1997 Rules of Civil Procedure provides:

SECTION 11. Service upon domestic private juridical entity - When the
defendant is a corporation, partnership or association organized under
the laws of the Philippines with a juridical personality, service may be
made on the president, managing partner, general manager, corporate
secretary, treasurer, or in-house counsel.

 
This provision revised the former Section 13, Rule 14 of the Rules of Court, which
provided that:

 
SECTION 13. Service upon private domestic corporation or partnership. -
If the defendant is a corporation organized under the laws of the
Philippines or a partnership duly registered, service may be made on the
president, manager, secretary, cashier, agent, or any of its directors.

 
The designation of persons or officers who are authorized to accept summons for a
domestic corporation or partnership is now limited and more clearly specified in
Section 11, Rule 14 of the 1997 Rules of Civil Procedure.[22] The rule now states
"general manager" instead of only "manager"; "corporate secretary" instead of
"secretary"; and "treasurer" instead of "cashier." The phrase "agent, or any of its
directors" is conspicuously deleted from the new rule.[23]

 

Basic is the rule that a strict compliance with the mode of service is necessary to
confer jurisdiction of the court over a corporation.[24] The officer upon whom service
is made must be one who is named in the statute; otherwise, the service is
insufficient.[25] The purpose is to render it reasonably certain that the corporation
will receive prompt and proper notice in an action against it or to insure that the
summons be served on a representative so integrated with the corporation that such
person will know what to do with the legal papers served on him.[26]

 

Petitioners contend that the summons were received by two branch managers of
BPI's San Jose Street and Perdeces Street, Dumaguete City on September 12, 2002;
that the branch manager is the chief executive officer of the branch and the alter
ego of the management within his/her jurisdiction and oversees the overall
operations of the branch; that for certain, the two branch managers, upon receipt of
summons, have sufficient responsibility and discretion to realize the importance of
the legal papers served on them and are expected to relay to the president, or other
responsible officer of the company, the complaint filed against it; that in Millenium
Industrial Commercial Corporation v. Tan,[27] it was held that service of summons
upon a defendant corporation must be made on a representative so integrated with
the corporation sued as to make it a priori presumable that he would realize his
responsibilities and know what he should do with any legal papers received by him;
that clearly then, there is in this case substantial compliance with the rule on service
of summons; and that the need for speedy justice must prevail over technicality.

 

We are not persuaded.
 

The matter of whether petitioners can invoke substantial compliance with Section


